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DUMPING AS A METHOD OF COMPETITION 
IN INTERNATIONAL TRADE. I 



The growing realization of the possible abuses of competition 
has led to the development of an extensive literature on the 
general question of unfair competition. The bulk of this liter- 
ature, however, deals exclusively with the standards of competi- 
tion in domestic commerce, and, speaking broadly, it has only 
been upon occasions when a temporary intensification of inter- 
national competition has occurred that serious attention has 
been given to the methods employed in such competition. The 
widespread discussion during the war, in the allied and neutral 
countries, of the allegedly unfair and predatory methods whereby 
Germany had been attempting to realize an ambition to establish 
world-wide industrial and commercial supremacy served to 
heighten public interest in the question of standards of com- 
petition in international commerce. In recent years, moreover, 
there has been developing a body of law dealing with dishonest 
and unfair competitive methods in foreign trade. But no 
systematic and comprehensive study of this problem, either from 
the legal or from the economic point of view, has yet been 
made. The absence of adequate analysis of the problem of 
what are fair and what are unfair methods of competition in 
international commerce is made evident by the inconsistencies, 
the ineffectiveness, the lack of definite and clearly conceived 
objectives, which characterize the existing legislation directed 
against objectionable forms of foreign competition. This study 
is presented as a preliminary contribution to the analysis of one 
putatively unfair practice in international commerce: dumping, 
or price-discrimination between national markets. 

THE DEFINITION OF DUMPING 

It has long been customary to speak of one market as the 
" dumping-ground " for the " surplus " products of another market 
when the producers of the latter for any reason sold their com- 
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modities in the former at unusually low prices. From this 
usage it was a natural outcome to speak of selling in a distant 
market at cut prices as "dumping," but the word used in this 
sense appears not to have entered into the literature of economics 
until the first years of the twentieth century. In 1903 and 1904 
the tariff question was the dominant political issue in Great 
Britain, and in the voluminous output of polemical literature 
which marked the tariff controversy the term became well 
established and appeared, with or without apologetic quotation 
marks, in book after book. It has since found its way into the 
economic terminology of French, German, Italian, and probably 
other languages. At first, however, it had but a vague and 
uncertain meaning, and it is still often used indiscriminately 
for such diverse price-practices as severe competition, customs 
undervaluation, "bargain," "sacrifice," or slaughter sales, local 
price-cutting, and selling in one national market at a lower 
price than in another. In recent years, it is true, the increased 
use of the term by academic economists, with their commendable 
tendency toward the exact establishment of terminology, and the 
development of legislation dealing with dumping and allied 
price-practices, which made necessary some measure of precision 
in the differentiation between various price-practices, have 
both contributed to standardization of usage. But extensive 
variations in the use of the term, both as to denotation and as 
to connotation, are nevertheless still current. 

As an important element in the analysis of the essential 
attributes of the practices connoted by dumping, and as an 
essential preliminary to further analysis, it is necessary to estab- 
lish a precise definition of the term to be adhered to in the body 
of this essay. There follows herewith an attempt to lay down a 
formal definition, governed by the following considerations: 
to adhere as closely as is consistent with the other considerations 
to the usage of the more careful writers; to exclude from the 
connotation of the term all such price-practices as have already 
acquired well-defined and sufficiently distinguishing labels; and 
to strip from the denotation of the term all such attributes as 
would make of the term nothing more than a vague symbol 
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indicating a slender relationship between various price-practices 
having little in common. 

The term dumping is employed most often, even in careless 
business usage, to signify selling the same commodities at different 
prices in different markets. By business men it is often uncriti- 
cally extended, however, to cover various types of sales at prices 
lower than those generally current, even although these low prices 
are uniform to all purchasers. 1 Where there is nothing to be 
said about a low price except that it is low, there is no need to 
waste a good term on a practice for which another and simpler 
term is already available and is sufficiently descriptive. Where 
the low price is the manifestation of "slaughter" or "sacrifice" 
sales, or "cutthroat competition," or "price-cutting," or selling 
below cost of production, in all of which cases all buyers may 
be receiving uniform treatment, the practices are sufficiently 
identified by these terms of common use. For the practice of 
selling at lower prices to some buyers than to others, whether 
or not accompanied by regional segregation of the buyers who 
receive, respectively, the lower and the higher prices, the term 
"price-discrimination" has become fairly well established, es- 
pecially in the American literature on unfair competition in domes- 
tic trade. For the practice of selling at lower prices to buyers in 
some regional part of a given national market than to buyers in 
the remainder of that market, the term "local price-cutting" has 
likewise become customary, especially in American legal usage. 
When used by careful writers, the term "dumping" now most 
commonly signifies selling at a lower price in one national market 
than in another. Of the price-practices considered above, 
dumping, so interpreted, resembles most closely local price- 
cutting and is often used so as to include it. But sufficient 

1 The U.S. Tariff Commission, in response to a questionnaire sent to American 
business concerns asking for a statement of personally known instances of dumping 
in the United States by foreigners, received complaints of 146 such instances, of 
which 146 complaints all but 23 resolved themselves upon analysis into charges 
of severe competition, threats, deceptive imitation and use of trade-marks, exploita- 
tion of patents, imitation of articles, deceptive labelling, or customs undervaluation, 
and only the remaining 23 instances were alleged cases of price-discrimination. — 
Cf . Information Concerning Dumping and Unfair Foreign Competition in the United 
States (iqiq), pp. 12-18. 
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justification is to be found in the usage of the most authoritative 
writers and in the considerations of economy and precision of 
teminology for confining the term dumping to price-discrimination 
between national markets* 

This definition, I venture to assert, will meet all reasonable 
requirements. T. E. G. Gregory, an English economist, in a 
recent work 2 points out that in current controversy the term 
dumping is used at one time or another to cover all of the four 
following practices: 

1. Sale at prices below foreign market prices. 

2. Sale at prices with which [foreign ?] competitors cannot cope. 

3. Sale at prices abroad which are lower than current home prices. 

4. Sale at prices unremunerative to the sellers. 

Failing to find any one essential characteristic which is common 
to all of these practices, Gregory gives up the attempt to frame 
a definition. But he demands too much of a definition of a 
term in common use when he requires it to harmonize all 
the current usages. Of the four practices cited by him, Case 
3 approximates closely the definition of dumping here pre- 
sented; the others are more or less irrelevant. It is often 
tacitly assumed because of inadequate analysis that any in- 
stance of Case 3 must necessarily be accompanied by one or more 
of the other cases. This is frequently the situation, but as 
Gregory points out, it is not necessarily so. The "sale at prices 
abroad which are lower than current home prices" is properly 
to be regarded as an instance of dumping irrespective of whether 
or not the export price is below the foreign market price, or is 
one with which foreign competitors cannot cope, or is unre- 
munerative to the seller. The one essential characteristic of 
dumping, I contend, is price-discrimination between purchasers 

1 When the constituent parts of a loosely related empire, such as the British 
Empire, are under consideration, there arise the same terminological difficulties in 
connection with the term dumping as are presented by the terms "foreign" or 
"international" trade. For the present purpose a convenient, although arbitrary, 
basis for distinguishing " national " from " local " markets is to include as " national " 
all political units having separate customs tariffs and to treat all others as "local." 

2 Tariffs: A Study in Method, London, 1921, pp. 177 ff. 
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in different national markets. 1 The relations of particular 
dumping prices to cost of production, to dumper's profits, and 
to the prices of rival sellers, are often intricate problems which 
cannot be solved by mere definition, and which in many cases 
are not susceptible of exact solution. As will be subsequently 
shown, there are many types and species of dumping and it is 
always possible logically, although often exceedingly difficult 
in practice, to distinguish between dumping which is and dumping 
which is not remunerative to the dumper, and between dumping 
prices which are and dumping prices which are not lower than 
the prices of rival sellers. 

Dumping when defined as price-discrimination between 
national markets covers not only the more common form of 
international price-discrimination, where sales are made at lower 
prices for export than in the domestic market, but also the 
rarer forms, (a) where there is no, or only a meager, domestic 
market for a particular commodity and the important price- 
discrimination is between purchasers in different export markets, 
and (b) where the home market of the seller is made the dumping- 
ground and higher prices are charged to purchasers in foreign 
markets. Some types of low-grade, heavily sized cottons are 
manufactured in England solely for the tropical trade and have 
no domestic market. An English manufacturer of these cottons 
may sell at lower prices in China than in India and other markets 
in order to introduce his product into the Chinese market, or to 
meet Chinese competition, or for some other reason. In such 
a case the English manufacturer is dumping in China, even 
although it is not possible to compare his prices to Chinese 
purchasers with his home prices. A variant of this form of 
dumping is to be found where, irrespective of the prices quoted 
to domestic purchasers, sales are made at lower prices to pur- 
chasers in one foreign market than in another. An American 
consul in Belgium reported some years ago that the Belgian 
plate-glass syndicate, which disposed of only 5 per cent of its 

1 Cf. F. W. Taussig, Principles of Economics (3d ed.), I, 207; "The possibility 
of charging different prices to different purchasers explains the phenomenon of 
'dumping' — that is, the disposal of commodities in a foreign country at one price, 
and to domestic purchasers at another and higher price." 
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output in the home market, commonly quoted prices lower by 
10 to 30 per cent to American than to English buyers, mainly 
because the English market was the "standard" market for 
Belgian plate glass, whereas sales could be made to American 
purchasers only if price concessions were granted. 1 This was 
an instance of dumping, whether or not the prices to Americans 
were lower than the prices to Belgian purchasers. The defini- 
tions of dumping in most of the laws dealing with this practice 
cover such cases. 

It is often taken for granted that when dumping is practiced 
it will always be the distant market which is used as a dumping- 
ground and the near market — especially the domestic market 
of the dumper — -which is charged the higher prices. This is 
undoubtedly the general rule, but there are important exceptions 
to it. If the domestic market is relatively unimportant as com- 
pared to that distant market and production is carried on primarily 
for export to that distant market, there may develop what can 
conveniently be termed " reverse dumping, " that is, the quotation 
of lower prices to domestic than to foreign buyers. Were it not 
for the fact that the domestic market is often closed to foreign 
competition by a prohibitive tariff, so that a domestic syndicate 
can exact monopoly prices behind the shelter of the tariff, the gen- 
eral rule would probably require less qualification if it were for- 
mulated with reference to the normal importance of the markets 
to the dumper, instead of with reference to their distance from 
his plant. Where dumping occurs, it will generally be found 
upon investigation that the higher price is charged in the standard 
or principal market or markets and that the dumping price is 
effective only in the subsidiary or occasional markets. The 
position of two markets relative to each other may in this respect 
be transposed, however, periodically at different seasons of the 
year, or sporadically as market conditions vary. What is the 
standard market at one season or in one year may become a 
subsidiary market in the next season or year. The following 

1 Selling Foreign Manufactures in the United States at Prices Lower Than the 
Domestic Prices, Report of Secretary of State to Senate (61st Cong., 1st Sess., 
Sen. Doc. 16), Part I, p. 6. (This report will henceforth be referred to as Selling 
Foreign Manufactures in the United States.) 
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comment of an important Canadian miller on the Canadian export 
trade in flour illustrates the circumstances under which reverse 
dumping is most likely to occur: 

Of the lower grades [of flour] most of the output of Canadian mills is 

sold abroad, very little of it being used for home consumption 

These grades are on the average sold cheaper in the United Kingdom than 
in this country; but, at times, one or other of them sells for less in Canada 
than abroad, because Great Britain, being the big consuming market for 
such flour, the surplus is disposed of in Canada if there is any risk of breaking 
the market by exporting the flour abroad. 1 

Reverse dumping may occasionally arise out of other excep- 
tional circumstances. A concern having a world-wide monopoly 
of its product may be restrained by law, or by fear of inciting 
hostile legislation or popular resentment, from exacting the full 
monopoly price from domestic consumers, but may be free 
from such restraint in its export sales. The German potash 
industry appears to have been a case in point prior to 1914. 2 
A special case is presented by the Canadian ferrosilicon industry. 
Canada is an important producer of this alloy, but consumes 
less than 10 per cent of the total output. The remainder is 
exported, mainly to the United States where under the (Under- 
wood) Tariff Act of 1913 it was dutiable at an ad valorem rate. 
During 191 7 and 1918 the prices for export appear to have run 
for identical grades from 7 to 70 per cent higher than the domestic 
prices. An American customs official at Buffalo has testified 
that the prices for the Canadian market in these years were 
usually from 20 to 40 per cent below the prices for export to the 
United States. 3 This instance of reverse dumping was the out- 
come of an ingenious method of circumventing the American 
system of levying ad valorem duties. Under the Tariff Act of 
1 9 13 ad valorem duties were assessed on the basis of the prices 
current in the home market of the exporter, regardless of the 

1 Canada: Report of the Board of Inquiry into the Cost of Living, 1915, I, 7S 2 - 

2 Cf. H. R. Tosdal, "The Kartell Movement in the German Potash Industry," 
Quarterly Journal of Economics, XXVIII, 178. 

3 Abraham Berglund, "The Ferroalloy Industries and Tariff Legislation," 
Political Science Quarterly, XXXVI, 270 ff. 
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invoice prices. Since the Canadian consumption is relatively 
small, it was profitable to the Canadian producers to establish 
an artificially low price in the domestic market as a basis for the 
assessment of the American duties upon imports into the United 
States. 1 

SPURIOUS DUMPING 

In the definition of dumping presented above, the term 
"price-discrimination" was intentionally used in preference to 
the milder phrase "sales at different prices." In the growing 
literature on unfair competition there are traces of a tendency 
to apply the term "price-discrimination" only to such instances 
of sale at different prices to different purchasers as are not 
readily to be explained by differences in the conditions and terms 
of sale governing the different transactions. Given this inter- 
pretation, price-discrimination may in fact result from the 
quotation of identical prices without adjustment for differences in 

1 This is Berglund's explanation. Under Section 19 of the Customs Adminis- 
trative Act of August 11, 1890, as amended by the Act of July 24, 1897, it was 
specifically provided that duty could not be assessed on "an amount less than the 
invoice or entered value." This proviso was omitted from the administrative 
provisions in the Act of October 3, 1913, which permitted the importer to enter 
his goods for duty at such reductions from the invoice value as would lower the 
latter to the actual market value in the country of exportation (Sec. Ill, Par. I). 
But as the market value in the country of exportation was defined in the act as 
"the price at which such merchandise is freely offered for sale to all purchasers in 
said markets" (Sec. Ill, Par. R) it might appear that the customs officials would 
be acting within their authority if they refused to permit entry at prices lower 
than those at which sales would freely be made to foreign buyers in the exporting 
market. This reasoning is supported by the definitions in the Tariff Act of 1922, 
where the only distinction drawn between foreign value and export value is that 
the former is the price offered to all purchasers, whereas the latter is the price 
offered to all purchasers for exportation to the United States. [Sec. 402, (b) and (c)]. 
To the layman it seems indisputable that a price which is withheld from purchasers 
for exportation to the United States cannot be a price offered to all purchasers. 
Treasury practice and Court decisions, however, were opposed to this interpreta- 
tion. There resulted a number of instances of abuse such as that discussed in the 
text. The possibility of such evasion of the obvious intent of the customs law 
was removed in 1921 by the reinsertion in the Emergency Tariff Act of the old 
requirement that duties be levied on the current market value in the country of 
exportation or on the export value, whichever was higher (Sec. 301, 2). A similar 
provision is embodied in the (Fordney-McCumber) Tariff Act of 1922 [Sec. 402, 
(<»), (1)]. 
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the terms and conditions of sale. 1 In international commerce 
the sale at different prices to purchasers in different national 
markets is to be regarded as price-discrimination, and therefore 
as dumping, only if the different prices are quoted simultaneously 
for identical or substantially identical commodities offered for 
sale under similar conditions and terms, or, where these last 
are not similar, only if the price-differential embodies what is 
more than a reasonable allowance for the differences in condi- 
tions and terms. 

In international commerce the sale at different prices to 
purchasers in different national markets may occur without 
involving price-discrimination because of differences in the size 
of the unit orders coming from different countries, in the length 
of the credits, in the extent of the credit risks, in the grades of 
commodities, in the time at which the sales contracts were made, 
in the method of conducting the selling operations, in the treat- 
ment of freight and packing charges. Or the differences in 
prices may result from the grant of export drawbacks in the 
exporting country on dutiable imported materials re-exported 
after further manufacture, or from the "temporary admission" 
of such materials free of duty, or from the exemption from excise 
duties in the exporting country of commodities destined for 
export. The sale at different prices to purchasers in different 
markets, when it is fully explicable on grounds such as these, 
has a fictitious appearance of dumping and has been aptly 
termed "spurious dumping" to distinguish it from genuine 
dumping. 

The most important single factor giving rise to spurious 

dumping is probably the difference in the size of the unit orders 

which are obtained in different markets. The foreign buyer 

often gives as a general rule larger orders than the domestic 

buyer. This may be because the former makes few buying trips 

and concentrates his purchases into a few weeks of the year, 

1 It is not intended here to make the term price-discrimination necessarily 
denote unfair competitive practice. Some types of price discrimination may be 
regarded as fair and bthers as unfair by the mores and the law, but no instance of 
a quotation of different prices can conceivably be regarded as unfair unless it also 
involves price-discrimination. 
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whereas the domestic buyer finds it more convenient to make his 
purchases in small quantities as he needs new supplies. Or the 
foreign buyer may be operating in a larger market, or in a market 
in which the individual concerns are larger than in the domestic 
market. This applies especially to European sales to American 
concerns. In many cases, also, export sales are one or more 
stages less advanced than domestic sales in the process of dis- 
tribution to the ultimate consumer. The importer typically 
buys for resale to distributors or to large-scale consumers, 
whereas in domestic commerce it is often customary for the manu- 
facturer to sell his product direct to the concern which is to use 
it as material for further manufacture or to the small retailer 
who is to sell it to the final consumers. For manufactured 
products, the nearer one approaches to the ultimate consumer, 
the smaller tends to be the scale of the individual concern, and 
the smaller, therefore, the normal size of its orders. 

The economies to the seller of large-unit orders are fairly 
obvious. If he manufactures to order and not for stock — and 
this is the usual procedure in Europe — the larger "run" made 
possible by a large-unit order will be much more economical than 
a similar aggregate of sales made up of a number of small orders 
coming in irregularly, perhaps for varied styles or assortments 
or sizes. There will also be economies in the clerical work, 
in the packing and shipping expenses, in the selling costs, involved 
in large-unit orders as compared to small. Concessions in price 
to foreign buyers because of the size of their orders are not to be 
regarded as instances of dumping if similar concessions are made 
on domestic orders of the same magnitude, or if the sellers 
would be willing to make similar concessions if such orders were 
obtainable in the domestic market. 1 

1 Cf . Memorandum of Confidential Agent of U.S. Treasury, W. E. Bainbridge, 
March 15, 1909, in Selling Foreign Manufactures in the United States, Part i, 
p. 41 : " Merchandise may be and in fact very frequently is sold for export at lower 
prices than in the domestic markets. There are various reasons given for this. 
.... [A] reason, especially cogent in the case of goods shipped to the United States, 
is the much larger orders frequently given by the American importer over those 
given by the domestic buyer. This is very often the explanation made by the 
European manufacturer to the Treasury agent of the difference found between 
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Similarly, if export sales are commonly on cash or short- 
credit terms, whereas long credits must be given to domestic 
purchasers; if foreign buyers are safer credit risks than the 
small-scale domestic buyers; if export grades are of poorer 
quality or not as well finished or of simpler construction than the 
domestic grades of similar commodities; if export prices are 
f.o.b. the factory or a nearby port, whereas domestic prices 
are prices delivered; if packing is separately charged in the export 
sale but is included in the domestic prices; under any of these 
circumstances the sale for export at prices lower than the domestic 
prices would not of itself necessarily indicate that genuine 
dumping was taking place. 

Foreign buyers often send their agents into the exporting 
market, where they buy direct from the producer and without 
solicitation or the mediation of salesmen or advertising. The 
conduct of selling operations in the domestic market, on the other 
hand, may involve the employment of traveling salesmen and 
of advertising, and may require the maintenance of agencies 
or branch-houses. There was in Canada in 1913 some protest 
against the admitted practice on the part of the Canadian flour 
mills of selling certain grades of flour at lower prices in the export 
than in the domestic trade. The mills defended their practice 
in part on the ground that the unit selling cost was greater for 
domestic than for export sales, but their statement also covered 
a number of the other points made above: 

A cable costing 50 cents or $1 sells anywhere from 200 to 20,000 sacks 
of flour and the miller simply has to load his flour on the car or boat, attach 
his bill of lading to the draft and the transaction is complete without any 
additional expense or risk of loss. In selling in Canada, however, it is 
necessary to keep expensive travellers on the road all the time under heavy 
expense, the sales run from five bags upwards and the buyers often cancel 
the orders before the flour is shipped, or refuse the flour when it arrives, or 
more frequently still ask the miller to hold it for a long time after date for 
shipment is passed; all of which means additional cost to the miller in 
selling. But the above are not the worst items, because flour, being sold 



his invoice and domestic prices; the statement being generally added that he would 
be willing to sell to his domestic customers at the same prices for corresponding 
quantities." 
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on time here, bad debts are not infrequent and the miller sometimes has to 
take 25 cents, 50 cents, or 75 cents on the dollar and occasionally nothing 
at all, and may lose at times several thousands of dollars on one customer. 1 

Because it is often the practice of foreign buyers to anticipate 
their needs long ahead, and to give a single order covering their 
requirements for a substantial period, with deliveries to be 
made as requested or according to a specified schedule, there 
frequently occurs a considerable lapse of time between the date 
of the original purchase and the date of shipment. If during 
this interval prices rise in the exporting market there will be an 
apparent manifestation of dumping on the basis of a comparison 
of export and domestic prices at the date of shipment. This is 
not to be regarded, however, as an instance of genuine dumping 
if the same prices were available to domestic and foreign buyers 
at the date of purchase. For the purpose of determining whether 
dumping is taking place, comparison of export and domestic 
prices should be made as of the same date, and for any particular 
export transaction the only reasonable date to take is the date 
on which the export contract was made. This seems an obvious 
principle, but it is one which existing legislation against dumping 
in some instances fails to take into account. 2 

It has been tacitly assumed in the foregoing discussion that 
where there are differences in the conditions governing sales to 
purchasers in different markets such as to call for differences in 
prices if dumping is not to occur, the higher price will be proper 

1 Canada: Report of the Board of Inquiry into the Cost of Living, I, 752. For 
similar explanations of differences between domestic and export prices, see Selling 
Foreign Manufactures in the United States, I, 11, 16, 17, 51; Report of United States 
Industrial Commission, 1001, XIII, 726. 

2 The same problem arises in connection with the administration of ad valorem 
customs duties, where the duties are assessed on the basis of the values in the country 
of export. In the United States ad valorem customs duties are levied upon the 
basis of the prices current in the exporting market at the time of exportation. 
In consequence undervaluation technically occurs in frequent instances because 
the American importer, ignorant of the fact that prices have risen in the exporting 
country in the interval between the date of his original purchase and the date of 
shipment, enters his imports for customs duty at the invoice values. Under 
such circumstances the importer, although acting in perfectly good faith, is subjected 
to harsh penalties. Cf. U.S. Tariff Commission, Report upon the Revision of the 
Customs Administrative Laws (1018), pp. 18, 19. 
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to the domestic sales. Under some circumstances, however, 
the situation may be reversed and it may be necessary that a 
higher price be demanded of foreign than of domestic buyers 
if price-discrimination is not to take place. In other cases there 
may be differences in the conditions governing sales, not as 
between domestic sales and all export sales, but as between export 
sales to some foreign markets or to some particular foreign buyers, 
on the one hand, and all other sales, domestic and foreign, on 
the other hand. 

The sale at lower prices for export than for the domestic 
market is likewise not to be regarded as dumping if the difference 
in price is wholly to be accounted for by the exemption of the 
exporter from payment of customs duties on dutiable imported 
materials used in further manufacture for export, whether such 
exemption is direct or through refund in the form of customs 
drawback of duties paid on such materials. The drawback 
system and allied devices confer no special advantages on the 
exporters in their competition in outside markets with the 
producers of other countries, but merely mitigate for the export 
trade one of the special handicaps to which it is subjected by 
the regime of protective tariffs. It is assumed, of course, that 
the drawback does not involve a concealed bounty, and is not 
in excess of the actual amount of duty collected on the imported 
materials entering into the manufacture of the commodity upon 
which drawback is granted. 1 

A similar problem arises where the sale for export at lower 
prices than those current in the domestic market is the conse- 
quence of the exemption from internal excise or commodity 

1 For instances of lower export than domestic prices being explained as due to 
export drawbacks, see Report of United States Industrial Commission, igoi, XIII, 
425-27; XVII, 112. Leslie M. Shaw, Secretary of the Treasury from 1902 to 1907, 
estimated that in 1906, of the total American exports of manufactured products 
exclusive of prepared foods amounting to $570,000,000, approximately $20,000,000 
were manufactured in bond from otherwise dutiable imported raw materials, and 
that $120,000,000 were manufactured in part or in whole from imported dutiable 
materials upon which a drawback was recovered. He claimed that much of the 
apparent dumping by American manufacturers was to be explained by these 
remissions of duty, for "to the extent of this saving in the cost of the finished 
product, the .... manufacturer could reduce his export price and still make the 
same profit." (Current Issues, New York, 1908, chap, xxi.) 
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taxes of commodities destined for export. The domestic manu- 
facturer of commodities subject to excise taxation can obtain 
the same rate of profit from export as from domestic sales if he 
sells for export at prices lower than the domestic prices by the 
amount of the excise tax. Under freely competitive conditions 
the exemption of export commodities from excise taxation will 
result in the appearance of a differential between domestic and 
export prices equal to the amount of the tax. Since the price- 
differential is the result of a special handicap placed upon 
domestic sales, and is not due to the grant of a special 
advantage to export sales, there does not appear to be 
sufficient ground for regarding it as an instance of price- 
discrimination or dumping. The remission of an excise duty 
on exported commodities does not place them in a favored 
position in competition with similar products produced in the 
importing country. If there is in that country a similar excise 
tax, it will be imposed upon the imported and the domestic 
product alike. If there is no excise tax in that country, the 
remission of the excise tax in the exporting country will serve 
merely to place the foreign commodity on a parity with the 
domestic commodity in the importing country. It may be 
objected that taxes are a normal part of the cost of production 
of a commodity and that to exempt export commodities from 
any tax is equivalent to granting indirect bounties to export 
trade. Where a commodity tax is levied on all or nearly all 
commodities and is an important source of the government's 
revenue, there is some force to this objection. The exemption 
of export commodities from such a tax would mean their exemp- 
tion from their proper share in the support of government 
finances. But where the excise tax is levied on only a few 
commodities, it is to be regarded rather as a special consumption 
tax, to be paid eventually by the domestic consumers of the taxed 
commodities, than as a normal element in the cost of production 
of these commodities. 1 In this connection it should be made 
clear that the common identification of export bounties, direct 

1 For instances of apparent dumping, explained as due to the remission of 
excise taxes on commodities destined for export, see Report of United States 
Industrial Commission, 1001, XIII, 725-27. 
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or indirect, with dumping, is inaccurate. Export bounties 
tend to result in dumping to the extent that they enable a 
producer to accept a lower price for export than would be profit- 
able in domestic trade. But "broadly speaking, grants and 
bounties may or may not result in dumping. They should be 
regarded as aids in that direction rather than the practice itself." 1 

EXCHANGE DUMPING 

When the currency of a country is on an inconvertible paper 
basis, there may be for a time substantial divergence between 
its internal and its external purchasing power. If a currency 
is undergoing progressive depreciation, it appears to be the normal 
tendency for the decline in its internal purchasing power to lag 
behind the decline in its external purchasing power as measured 
by the foreign exchanges. A depreciating currency will thus 
tend to operate as a premium on exports by causing export 
prices, temporarily at least, to be abnormally low in terms of 
foreign currencies. It has recently become common to apply 
the term "exchange dumping" to the export of commodities 
at prices which are abnormally low in terms of foreign currency 
in consequence of the more rapid depreciation of the currency of 
the exporting country on the foreign exchange market than in the 
internal commodity markets. This is a practice, however, 
which is quite distinct from dumping proper. It presents 
problems of theoretical and practical interest and importance 
and of considerable difficulty. In many respects it has the same 
significance for the importing country as dumping proper. But 
in so far as the exporters in a country whose currency is depreciat- 
ing do not discriminate in the prices at which they sell, whether 
in their own or in foreign currency, between domestic and 
foreign buyers, or between the buyers of different foreign 
countries, dumping proper does not occur. 2 

1 U.S. Tariff Commission, Information Concerning Dumping and Unfair 
Foreign Competition, p. 10. 

2 For a discussion of the effects on international competition of divergences 
between the internal and the external purchasing powers of depreciating currencies, 
and for a select bibliography, see U.S. Tariff Commission, Depreciated Exchange 
and International Trade, 1922. 
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FREIGHT DUMPING 

In some countries, and especially in Germany until very 
recently, preferential railroad rates are given to export freight 
as compared to freight moving in domestic commerce, to transit 
freight, or to import freight, with the object of stimulating 
export trade. In the United States preferential export rates 
are a part of the rate system, but so are preferential import 
rates, and the object seems to be rather to increase the volume 
of freight moved by the railroads granting such rates than to 
stimulate exports for their own sake. 1 But whatever their 
object, preferential export rates are an artificial stimulus to 
exports and as such they somewhat resemble dumping. They 
are not, however, to be identified with commodity dumping. 
In operation they must tend to act as a restraint on, instead of a 
stimulus to, the dumping of commodities on foreign markets. 
Transportation costs to foreign markets serve as a natural 
protection to the domestic industries of those markets against 
outside competition. Anything which reduces these transporta- 
tion costs tends by so much to increase the ability of exporters to 
make sales in those markets without making concessions from their 
home prices. Preferential export rates tend, therefore, to make 
dumping superfluous as a means of stimulating exports. But such 
rates may themselves be regarded without an undue stretching 
of terminology as an instance of dumping, not of commodities, 
but of freight services. Since the purchaser ultimately pays the 
freight charges, preferential export rates are equivalent to the 
sale of freight services at lower rates to foreign than to domestic 
purchasers. 

CONCEALED DUMPING 

Just as there may be spurious dumping, so also there may be 
genuine but concealed dumping. One method of concealment 
is the charge of the same prices to purchasers in different markets 
although the conditions and terms of sale differ substantially 

1 Section 28 of the Merchant Marine Act of 1920 attempted to make use of 
these preferential rates as an aid to American shipping by forbidding rail carriers 
to quote preferential rates to or from the seaboard on goods exported or imported 
unless carried in American bottoms. This provision, however, has not as yet 
been put into operation. 
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as between the different markets. Quoting the same prices for 
export as for the domestic market, but with longer credit terms 
for export than to domestic buyers, or without charge to foreign 
buyers for expensive packing or for transportation to seaboard 
or to the final destination where the charges are borne in the first 
instance by the exporter, or without extra charge to foreign buyers 
for better-finished or higher-grade goods as compared with those 
sold in the domestic market, any of these would be illustrative 
of actual but concealed dumping. An instance is reported of 
an American beer-bottling concern which sold for export at the 
same nominal prices as those quoted to domestic buyers, but 
concealed its practice of dumping by making its concessions 
on export sales take the form of omitting any charge for extra 
boxing and packing and of making its domestic prices f.o.b. 
factory whereas its export prices were f.o.b. New York. 1 The 
Germans are commonly reputed, although probably undeserv- 
edly, to have concealed much of their dumping by granting 
without extra charge much longer credit terms to foreign than to 
domestic buyers. 2 

In the practices described above, the concealment of the 
dumping may not be due^o deliberate design but may be merely 
an incidental result of differences in the trade customs governing 
domestic and export trade, respectively. Exporters who are 
practicing dumping may, however, have good reason for conceal- 
ing it from the general public. Open dumping may arouse 
protest from the domestic consumers of the commodities sold 
abroad at lower prices. It may provide apparent confirmation 
of charges that the dumping concerns are exacting exorbitant 
prices in the domestic market. . Domestic manufacturers who 
buy from them their materials for use in further manufacture 
may complain that they are handicapped in their competition 
with foreign producers by the ability of the latter to get their 
materials at lower prices. Open dumping may lead to a popular 
demand for the removal of the import duties under whose 
shelter the higher domestic prices are being maintained. It 

1 Report of United States Industrial Commission, 1901, XIII, 726. 

2 Cf . Jacob Viner, "The Prevalence of Dumping in International Trade," 
Journal of Political Economy, XXX (October, 1922) 680. 
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may excite resentment from competing producers in the countries 
used as dumping-grounds and may lead to countervailing 
duties. In some cases the dumper may wish to conceal his 
practice of dumping in order to evade the existing anti-dumping 
legislation of the countries in which he operates. 

The most obvious method of deliberate concealment of dump- 
ing is to maintain secrecy about export prices, and this is com- 
monly resorted to, especially in the United States. 1 It is often 
difficult, however, to keep export prices secret, especially if 
the dumping is practiced by loosely organized industrial combina- 
tions. In such cases use may be made of the devices described 
above, whereby the dumping is manifested not in a difference in 
prices but in what is less conspicuous, namely, a difference in the 
conditions and terms of sale. An ingenious method of concealing 
export rebates granted in violation of an agreement was resorted 
to by members of a Belgian iron syndicate in the late eighties of 
the last century. The agreed export price for members of the 
syndicate was less than the domestic price by 1 franc per 100 
kilograms. For no. 1 iron, for example, the export price agreed 
upon was 1 1| francs per 100 kilograms, f.o.b. Antwerp. Some 
members of the syndicate, desiring to increase their export trade, 
quoted the agreed price but arranged to have the buyers load 
the iron on board ship themselves and paid them for this at a 
rate several times its actual cost. 2 

Even more elaborate devices for concealing dumping have 
upon occasion been resorted to, especially as means of evading 
the anti-dumping or the undervaluation laws of the countries 
dumped on. The exporting industry planning to dump may 
deliberately sell a small fraction of its output in a distant section 
of the home market at an artificially low price in order to establish 
a fictitious basis for price-comparison with its export prices 
which will not reveal dumping. 3 Or a producer intending to 

1 Cf. Report of United States Industrial Commission, 1901, XIII, clviii. 

2 Arthur Raffalovich, Les Coalitions de Producteurs el le Protectionnisme, 
Paris, 1889, pp. 20, 21. 

3 For example, W. J. A. Donald, The Canadian Iron and Steel Industry, Boston, 
1915, p. 185, states that the Canadian anti-dumping law could not be applied against 
pig-iron dumped in Canada by Buffalo concerns because the latter sold part of their 
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export at prices lower than those current in the domestic market 
may refrain from offering for domestic sale commodities identical 
with those exported at low prices. In this way price-comparison 
may be made difficult or impossible, and dumping may even be 
technically avoided. 1 Even in the absence of special motives 
exporters producing also for the domestic market may make 
discovery of dumping difficult if they export commodities which 
differ somewhat in shape, form, style, or material from those 
which they commonly sell in the domestic market. 

Another means of concealing dumping is sometimes made 
available by the use of the consignment method of making sales. 
This method has often been resorted to illegitimately with the 
single or main object of circumventing by undervaluation the 
machinery established for the proper valuation of imports for 
customs purposes. But it can as readily be used to conceal the 
practice of dumping by overvaluation in order to evade anti- 
dumping duties. An exporter to the United States may ship 
his goods to this country on consignment to commission 
merchants, who are instructed to sell for the best prices 
obtainable. The absence of an invoice, and the difficulty of 
tracing the prices finally realized long after the imported 
commodities have passed out of the control of the customs, 
make comparison of domestic and export prices in the export- 
ing country extremely difficult unless special administrative 
machinery is devised and established. There have been instances 
where foreign exporters have sold goods directly to American 
buyers, but with the stipulation that delivery and billing were 



product for delivery to distant points in the United States at "dumping prices." 
But as the Canadian law provides for the determination of the existence of dumping 
on the basis of a comparison of (a) the export price and (b) the fair market value 
in the principal markets of the exporting country (Statutes of Canada, 6-7 Edw. 
VII, Vols. I-II, p. 134, and chap. 48, Revised Statutes of Canada, 1906, as amended, 
published by the Dept. of Customs, 1914, p. 14, sec. 40) it appears to provide 
adequately for such contingencies. 

1 Cf. Selling Foreign Manufactures in the United States, Part I, p. 36, for an 
account of the practice of some foreign producers of refusing to sell certain of 
their products to any but American buyers in order to escape the application of 
the American undervaluation provisions. This practice would also make difficult 
the application of anti-dumping provisions. 
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to be made by American agent-consignees of the exporting 
concern. 1 In the reported instances this practice had for its 
object to make it possible for the agent to enter the goods for 
customs at less than the actual sales price. But it could be used 
in the same manner to conceal the fact of genuine sales being 
made at dumping prices, if the agent-consignee entered the goods 
at higher prices than those at which they were actually sold. 

Such manifestations as have been discussed above, of spurious 
dumping, of concealed dumping, and of the technical avoidance 
of dumping, present no very difficult theoretical problems. 
But they obviously present very serious obstacles to the adminis- 
tration of anti-dumping legislation in such a manner that it will 
not at the same time penalize some unoffending transactions 
and permit other offending transactions to escape penalization 
through technicalities or by concealment. Anti-dumping legisla- 
tion, in its present stage of development, meets these difficulties 
with only a very partial degree of success. 

Jacob Viner 

University of Chicago 

[To be Continued] 
1 Cf. Selling Foreign Manufactures in the United States, Part I, p. 37. 



